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Preface

At this beginning of a
new decade, two dramas
are being played on the
stuge of education. One is
the national education
reform effort. embodied
in the goals set by the
President and the gover-
nors for the year 2000,
The other is the reshaping
of education and educa-
tional finance systems by
a wave of litigation and
state court decisions
declaring these systems
incquitable in the distribu-
tion of resources for
cducation,

The two dramas have
their tensions as well as
potential for mutual sup-
port. In one state,
Kentucky, the whole
school system was
recently declared uncon-
stitutional, and that state
is proceeding to deal with
cquity and reform as two
acts of the same play.,

This report s intended
to inform a broad audi-
ence about the degrees of
incquality in the educa-
tion system, and the
movement under way o
provide greater equity.

O
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The academic analysis
and debate over this, as
well as the reporting of
complex litigation, have
been exceedingly arcanc,
Our aim has been “*plain
talk.” although we have
not always succeeded.
And. as is the intent of all
reports by this Center, we
intend 1o inform the
dehates taking place, not
enter them. This, oo, we
recognize. is casier said
than done.

Paul Barton
Director

Policy Information Center
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HIGHLIGHTS

In the United States there
are vast differences in the
resources we devote to
our children's education,
in the scope of the cur-
riculum, in the quality of
physical facilities, and in
the extracurricular oppor-
tunities available. By any
measure, the playing field
is not level.

While academics debate
and disagree over how
these resource and pro-
gram differences affect
cducational achievement,
state courts across the
nation are striking down
inequitable school fund-
ing systems. Beyond the
legal interpretations of
state constitutions are two
more basic questions
facing the public and its
representatives: how
much cquity should its
system of free public
education have, and how
do persistent and wide
disparitics affect the ambi-
tious gouls set by the
governors and the Presi-
dent for the year 2000.

B New Jersey spends well

over $8,000 per pupil.
more than triple what
Utah spends. Adjusted
for estimated cost-of-
living differences, the
gap narrows somewhat,
with the top state,
New York, spending
2V times what Utah
spends (see Figures
1 and 2).

® In terms of the propor-
tion of personal income
that state residents
spend on education (a
mcasure of effort),
Wroming residents

2
Q

RIC

Aruitoxt provided by Eic:

spend almost 8 pereent,
over 2V times the 3
percent their fellow
citizens spend in New
Hampshire (see

Figure 3).

Differences within
states, among school
dlistricts, can be as large
as differences among
states, In Texas and
Ohio, the highest
spending districts
spend nearly triple the
amount per pupil as
the lowest spending
districts. In contrast,
most districts in Dela-
wire, Nevada, and
Maryland spend about
the same amount per
pupil (sce Figure 4).
Differences exist within
school districts as weil.
A large body of
research, conducted
over three decades,
has failed o find a
systematic relationship
between gross
measures of resources
(expenditures per
student, pupil-teacher
ratios, ete)) and student
achievement. Other
rescarchers, however,
dispute the conclusions
of these studies. Courts
have ordered states to
end such disparities as
good school buildings
in some areas and
decrepit ones in others;
scienee labs in some
schools and not in
others; and art and
music courses offered
in some schools and
not in others.
According to recent
data from the National

Assessment of Educa-
tional Progress (NAEP),
instructional resources
are likely to be less
available in poor
districts and disadvan-
taged urban districts
(sce Figures 6 and 7).

While these NAEP data
show little relationship
between gross state
cducation expenditures
and math proficiency,
they do show that
availability of instruc-
tional materials and
resources in the class-
room and proficiency
are related; the less
available the materials,
the lower the student
average math profi-
ciencey (see Figure 8).

A wave of litigation and
court action over these
cquity matters began
when the California
Supreme Court declared
the school finance sys-
tem unconstitutional in
1971 (Serrano v. Priest).
since then, finance
systems were declared
unconstitutional in 14
states and upheld in 13
states (see Figure 10).

A new wave of deci-
sions began in 1989,
with four state systems
struck down since then.
Litigation is ongoing in
21 states,

Dealing with dispari-
tics in educational
resources, and reform-
ing and restructuring
schools, are usually
viewed as cither sepa-
rate or competing
nceds. But this is not

J

necessarily the case;
Kentucky has embarked
on i comprehensive
effort to do both (see
the Kentucky case
study on p. 21).

® The report asks:

e For the year 2000,
will a student’s
cducation be consid-
cred the responsi-
hility of just a school
tax district, a whole
state, or a nation?

e Will huge resource
disparitics impede
progress toward
the year 2000 goal
that “academic
performance...will
inCrease in every
quartile?” Is there
any danger that
some approaches to
cqualizing resources
will impede progress
at the top?

e What arc our con-
cepts of equity and
cquality in education
as we head toward
the next century?

® Can we succeed in
being world class in
our educatioral
attainments while
remaining provincial
in our financial
commitment to
schooling?



INTRODUCTION

This reform cra in
American education is rife
with proposals for
change. The education
press is filled with calls
for “restructuring,” for
creating national stan-
dards and performance
examinations, for
“choice,” for world class
achievement levels, and
for achicving the compos-
ite of proposals called
America 2000.

As for what is actually
happening, that same
press is regularly chroni-
cling a different wave of
change rippling through
the system. State courts
are ordering the equitable
funding of education. The
legal battles over funding
disparities, which began
afresh in the late 1980s
and are likely to continue
in the carly 1990s, may
change the face of Ameri-
can education as much as
any other initiatives now
under way.

While the battlefield
has largely been the
courts, the issue is more
than just the legal
interpretation of the pro-
visions of state constitu-
tions. The large disparities
in resources available
for education pose issucs
for legislative and execu-
tive branches of govern-
ment as well. Having
achicved universal free
schooling, how equal do
we want that schooling
to be? How much will the
attainment of our national
education goals for the
year 2000 be impeded
by the inc ruality that
CXisls?

Q
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America was well into
the nincteentns century
hefore free, state-supported
schools became a reality.
Universal free public
schooling through high
school then became com-
monplace in the next
century. But the cost and
quality of education has
always been more or less
a function of where you
happen to live. If you trek
up the mouth of a4 moun-
tain hollow (wade, after a
rain), you might find an
ill-equipped one-room
school. If you stroll from
your large suburban house
on the North Shore of
Chicago, you will find one
of America’s best staffed
and equipped high
schools.

Americans have largely
accepted this disparity
because they are accus-
tomed to a system based
on local control of educa-
tion funded by a local
property tax. In reality
though, the federal consti-
tution gave the control
and responsibulity for
cducation to the states,
not to local political
jurisdictions. State consti-
tutions provided for a
system of schools, typi-
cally requiring that it be a
“thorough and efficient,”
or “uniform” system.
States, to varying degrees,
controlled the content and
operations of schooling,
and for many years,
provided limited state
revenues for a “founda-
tion” level of spending,
Over the decades, the
state share of education
spending grew.,

As the 1970s began,
state constitutional provi-
sions for education came
under sharp scrutiny and
several state court rulings
required a reduction in
spending disparities. This
period of legal challenge
and considerable state
action to reduce dispari-
ties, however, was fol-
lowed by a return to
busincess as usual. The
legal scene heated up
again at e close of the
1980s as state education
financing systems once
again came under strong
attack. and change began
anew,

This bricf report is
designed to inform a
general audience of the
data that exist on the state
of inequality in our
schools, and on the status
of the legal challenges
taking place. While
Americans largely agree
with the objective of
equality, not all agree
on what it means, or
what it will take to
achieve it. Such disagree-
ments are resolved
through 1) the political
and legal process, 2)
professional judgment.
and 3) facts and objective
data. This report deals
only with the third cat-
egory, and aims to pro-
vide information that will
inform all partics to the
debate that is now taking
place.

The first section of the
report details the large
disparities that exist
among the states, within
the states, and within
local school districts,

The second part shows
how these expenditure
disparities translate into
disparities in educational
programs. While the jury
is still out on how much
these program disparities
translate into differences
in educational outcomes,
they are the basis for
growing number of court
decisions striking dc vn
school funding systems.
New data are presented
from thie results of the
1990 assessment of math-
ematics by the National
Assessment of Educational
Progress (NAEP), showing
a link between the
instructional materials and
resources that teachers
have available in the
classroom and the math-
ematics proficiency of
their students.

The third part describes
the first wave of court
decisions requiring
greater equity in educa-
tional expenditures that
began in 1971, and the
second wave that began
in 1989. The drastic
changes brought about by
these decisions in Texas,
Kentucky. and New Jersey
are described in some
detail.

The final section of this
report provides a sum-
mary and conclusion.
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from $6,994 in New York
to $2,928 in Utah, making
the expenditures of the
highest spending state
more than double those
of the lowest spending
state. !

Of course, the states
also vary considerably in
their income and wealth,
and their absolute expen-
ditures are not necessarily
a true measure of their
relative effort on behalf of
education. One way to
examine relative effort is
to look at how much cach
state spends per student
as a proportion of its per
capita income. In Figure
3, states are arrayed by
the percent of their per-
sHnal income they spend
on elementary and sec-
ondary education. In
terms of this combined
measure of wealth and
effort, the range is from a
high of 7.8 percent in
Wyoming to a low of
2.9 percent in New
Hampshire, a ratio of over
two and a half to one.

The rankings by this
measure of resources and
effort shift considerably
from those based on
absolute expenditures.
New York and New
Jersey, first and second in
Figure 1, drop consider-
ably in the ranking. Utah,
dead last in absolute per
pupil expenditure, rises

toward the top in terms of

this measure of effort.

"The cost-of living can, of course,
vary within o state. For example,
one recent study by llinois State
University estimates that the cost-ol-
living between upstate and
downstate New York differs by
almost 40 pereent.
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Figure 3
Education Expenditures in 1987-88 as a Percent of Personal Income in 1988
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Figure 4

Ratio of Education Spending Differences Between
High and Low Spending Groups of Districts, 1986-87

Texas

Ohio : :
New York : - @

Pennsylvania : o
Missouri '
Michigan
Massachuselis
Indiana
Georgia
Arizona
inois
Virginia
New Jersey
Minnesola
Alaska
Oklahoma
Tennessee
Kansas
Wisconsin
Kenlucky
Wyoming
Mississippi
Califomia
New Hampshire
Washington
New Mexico
Nebraska
Arkansas
Colorado
Conneclicut
Idaho
Oregon
Utah
Alabama
Maine
Louisiana
Vermont
South Carolina
Florida
North Carolina
North Dakola
West Virginia
lowa
South Dakota
Rhode Island
Delaware
Nevada
Maryland

Equal Double Triple
Ratio of High to Low Spending Districts

Source: See Appendix Yable 1.

Note: Ratio is the average expenditure of the 10 highest spending districts in the state divided by the average expendilure
of the lowes! spending 10 districts. See also the note on Appendix Tabie 1.
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DIFFERENCES

WITHIN STATES

As differences exist in
expenditures per pupil
among states, differences
also exist in school district
expenditures within a state.
Because school finance
experts use a variety of
measures to describe this
inequality, and since
dispersions of expendi-
tures are being compared,
the story is not always a
simple one. In addition,
cost differences can affect
spending differences
within as well as across
states. One approach is to
compare school district
expenditure per pupil at
the 95th percentile of pupils
with the district expendi-
ture at the Sth percentile.
Simply put, how much
more is spent by the
district near the top of the
dlistribution than by the
district near the bottom?
This is the approach used
in a study published by
the Decision Resourees
Corporation and written
by Myron Schwartz and
Jay Moskowitz, using data
for 1984-85 and for 1976-
77. Based on the limited
comparisons allowed by
the data, the authors
conclude that “no major
changes in average equity
have occurred over that
period.”

Figure 4 uses 1980-87
data from a study con-
ducted by the Congres-
sional Research Service,
In this study the average
expenditure of the 10
districts within a state
with the highest average
expenditures is called the
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“highest spending,”™ and
the average of the 10
districts with the lowest,
the “lowest spending.”
The states are rankeed by
the ratio of expenditures
per student in the highest
spending school districts
to expenditures in the
lowest spending school
districts.

According to these data,
Delaware, Marvland. and
Nevadia are the most
e quitable. Ohio, Texas,
and New York are the
least. The actual doltar
dilferences in a high

‘spending stare such as

New York can be stagger-
ing, where the difference
between the top and the
hottom is over 6,000, more
than most states spend
per pupil on education.
While ratios show the
degree of inequality, the
absolute dollar differences
show what is available to
buy educational services.
A two 1o one difference in
Hlinois is $1.150; a two
o one difference in
Muassachusetts is $3.300.
some changes have
likeiy occurred since the
mid- i980s. According to a
report by Policy Analysis
for California Education
(PACE), Calitornia’s
expenditures per pupil
are now within a very
narrow hand Calthough
the measure used is not
comparable to the mea-
sures reported above),
Nothing. however, has
happened to change e
overall picture of widely
varying degrees ol dis-
paritics within the states.

i
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DIFFERENCES

WITHIN DISTRICTS

In the debate over cauity
and the requirements of
state constitutions, Most
ol the legal action has
focused on disparitics
among districts. But there
are signilicant equity
questions within districts
as well, Over 30 years
ago, a study of Detroit
found that upper income
White children attended
better schools with better
facilities and staffing ratios
than children from minor-
ity groups. More recent
rescarch in Los Angeles
and St. Louis has found
similar patterns.

A study of New York
City by the Temporary
State Commission on
New' York City School
Governance found that
pupil-teacher ratios are
snaller in the poorer and
minority schools. How-
ever. they are staffed with
less experienced, less
cducated. and less wen-
ured teachers.

Disparities that exist
within uistricts are not
casily reported because of
the large number of theny
there are over 15.000
school districts in the
United States. and studies
about them are few.

11
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FACES OF
INEQUALITY
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How do these differences
in dollars spent transhate
into different resources
for tzaching? How do
these differences show up
in poorer schools as com-
pared to richer schools?
And how do different
resourees for teaching
atfect learning outcomes?
since school financee is
still tied 1o the propeny
tax Gilthough less so as
the years go by), we
would expect that the
poorer school districts
would have fewer dollirs
to spend, and therefore
less quantity and quality
in stalf, facdilities, and
instructional materials,

CONTRASTS

One source of informa-
tion for comparing school
districts is actual court
cases on inequility — the
kind of information on
which judges have based
school finance decisions.

® n Alab:ma. a plain-
s brief describes the
following conditions in
low spending school
districts: a kindergarten
through 12th grade
school with only one
guitlince counsclor for
over 1,000 students, an
clementary school with
no nurse or medical
professional, schools
without science labora-
tories, art roons. or
music rooms, and with
plumbing in disrepair,

® In Aenticky. the state
supreme Court found
that poorer districts had
lower teacher salaries
and less adequate

programs in mathe-
matics, sciencee, foreign
Languages, music,

and art.

& In Montana, studies
commissioned by the
plaintifts showed that
wealthy districts had a
ratio of 13 students per
teacher, compared to
ratios in the high 20s
and 30s in poor dis-
tricts. Poor districts
were found 1o have
— substandard facilities
= outdated equipmest
— outdated wextbooks
— fewer offerings in

English and music.

® In New: Jersey, the

plaintiffs introduced

data showing that

- foreign languages
were studied at the
preschool level in
Montclair, a high
income city, but not
until the 9ihy or 10th
grades in Paterson, i
poorer dity

- while Princeton High
School had seven
science labs with up-
to-date equipment,
there were few true
science classrooms at
Camden Tligh School

— while a fifth of
th and 12th grad-
ers in wealthier
Moorestown partici-
pated in Advanced
Placement classes,
none were offered in
the distressed cities
of Camden or East
Orange.

B In New York, data from
a4 court action showed
that the wealthy

12

Shorcham-Wading
school district reported
spending $17.000 per
pupil, had computers
in every clussroom, and
a vast array ol extra-
curricular programs,
while in the much
poorer William Floyd
School District, nearly
half the students attend
classes in trailer-style
buildings because the
district cannot build
New ones.

A study of the state of
Pennsyivania by William
T. Hartman, published
in 1988, svstematically
compurred school districts
with high, medium, and
low average expenditures
per student. The study
addressed the question
ol how these different
levels of expenditures
trunslaied into differences
in the quantity and qual-
ity of personnel and
instructional resources.
Expenditures per student
averaged $4,298 in the
highest spending group
of districts. 82,759 in the
ntiddle group. and $2,2006
in the low spending
group. The disparitics
were systenutic (see
Figure S).

® The ratio of students
to teachers was 16 1o
Lin the highest spend-
ing group, 1910 1 in
the middle group, and
21 to 1in the low
spending group.

& Average teacher so'iries
were 28,005 in the
highest spending group.,
822,345 in the middle



Figure 5
Relationship Between School District Expenditures and Pupil-Teacher Ratio, Teacher Salary and Experience,
and Instructional Expenditures inn 2 Sample of Pennsylivania School Districts, 1984-85
Higher Spending Districts Have Smaller Classes,
Higher Paid and More Experienced Teachers,
and Higher Instructional Expenditures
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group, and $20.47-4 in
the low group.

B Average teacher experi-
ence was 17 years in
the highest group, almost
16 years in the middle
group, and most 15
years in the low group.

B Looking only at direct
instructional expendi-
tures per student, the
high group spent $2,493,
the middle group
$1,650, and the low
group $1,388.

WHO GETS THE
RESOURCES?

National data on more
direct measures of varia-
tions in basic instructional
materials, by the eco-
nomic level of the student
body. are hard to come
by. One striking finding is
from the questionnaire
given to the teachers of
4th grade students
assessed in reading in
1988 by NAEP. Teachers
were asked, “What best
characterizes your situa-
tion with respect to
getting instructional mate-
rials and other resources
you use to teach your
Class? They answered in
terms of “all,” “most,”
“some,” or “none.” From
previously unpublished
data we have their
answers, classified on the
hasis of what percentage
of students are poor.

B In schools with the
Lugest pereent of poor
students, the weachers
of 59 percent of the
students say they get
only some or none of

Q
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the instructional materi-
als and resources they
seek, compared with
just 10 pereent in
schools witliout poor
students (see Figure 0).

B For schools with no
children helow the
poverty line, the teach-
ers of 25 pereent of
students get all the
instructional materials
they seek. The percent-
age declines as the
proportion ol poor
students rises. In scheols
where 30 percent or
morge of the students
are poor, the teachers
of just 12 percent of
students get all the
resources they seck,

In the 1999 NAEP
assessment of mathemat-
ics, teachers of Aath and
8th grade mathematics
students were asked,
“How well supplied are
you by your school sys-
tem with the instructional
materials and other
resources you need to
teach your class?” Results
are shown in Figure 7 for
students whose teachers
report that they are poorly
suppliced.

B In the th grade in
advantaged urban
arcas, only 15 pereent
of the students have
teachers who say they
get only some or none
of what they need, with
85 pereent getting all or
most. In disadvantaged
urban arcas, almost half
(48 pereent) get just
some or aone ol the
materials tiey need.

LS Y
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This was true also for
44 percent of students
in extreme rural arcas.

In the 8th grade, only
10 pereent of the
students in advantaged
urban arcas have
teachers who get only
some or none of the

instructional materials
and resources they
need, and 90 percent
get all or most: 40
pereent get some or
none in the disadvan-
taged urban arcas, and
31 pereent in the
extreme rural areas.

Figure 6

Percent of Fourth Grade Students with Teachers
That Report That They Get Some or None of the
Instructional Materials and Resources They Need
to Teach, by Percent of Poverty, 1988 NAEP

Reading Assessment

Students in Poor School Districts
Are More Likely to Lack
Instructional Resources

Percent Poverly
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The 1990 NAEP ‘Trial
State Assessment of 8th
grade mathematics
achievement in individual
states (public school
students only) also
showed large differences
across states in teacher
pereeptions of the

adequacy of the instructional
resources they received.

B In lowa, 85 pereent of
the teachers of students
taking 8th grade math-
ematics got all or most
of the instructional
materials and resources
they need to teach.

Figure 7

Percent of Students with Mathematics Teachers
Who Report That They Get Some or None

of the Instructional Materials and Resources
They Need, by District Type, 1990 NAEP

Students in Disadvantaged
Urban and Extreme Rural Districts
Are More Likely to Lack
Instructional Resources and Materials

Advantaged Urban

Grade 4
Grade 8 o

Extreme Rural

Grade 4
Grade 8

Disadvantaged Urban

Grade 4
Cirade 8

!

0 10

Source: See Appendix Table 3.
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® In Louisiana and the
District of Columbia,
the teachers of just
12 percent of the
students said they got
all or most of what
they need.

NAEP assessments also
disclose variation in the
availability of advanced
course offerings. In 1990,
81 percent of 8th grade
students in advantaged
urban arcas were otfered
algebra courses for high
school placement, com-
pared to 73 pereent in
disadvantaged urban
arcas and 55 pereent in
extreme rural areas. In
Delaware, 98 percent of
8th grade students were
offered algebra, compared
to about half in Arkansas
and Montana.

THE DIFFERENCE

IT MAKES

Thus, it can be estab-
lished with national data
that educational resources
are unevenly distributed,
It is also clear that, on
average, students in
poorer areas are likely to
have fewer educational
resources than those in
wealthier arcas, There are
also wide variations in
the effectiveness ol
schooling, after differences
in sociocconomic stiatus
are considered. However,
given the nature of the
resources that educational
rescarchers have identi-
ficd in their studies, it is
naot clear how resource
levels are related 1o edu-
cational achievement in
any systematic way,

The most comprehen-
sive effort 1o relate educa-
tional resources to
achievement remains the
1905 report, Equality of
Educational Opportunity,
by James S. Coleman,
When socioeconomic
background was con-
trolled, the study found
“that ditferences between
schools account for only a
small fraction of differ-
ences in pupil achieve-
ment.” Since then,
rescarchers have not had
the luxury of a similarly
designed massive study
focused on the relation-
ship between school
characteristics and
achievement, and have
had to make do with
anmalysis of data in studies
designed for other
PUrPOSCS.

In March 1990, Eric A.
Hanushek identified and
sumnurized 187 such
studies. Of these, 152
looked at the relationship
between the teacher-pupil
ratio and output measures
(usually test scores), 113
at teacher education, 140
at teacher experience, 09
at teacher salaries, 65 at
expenditures per pupil,
74 at facilities, and 61
“administrative iaputs.”

Hanushek's general
conclusion was that

reseiarch spanning two decades and
obseeving peefornnce in many
ditfecent educational scttings
provides stroag and consistent
evidence that expenditures are ot
systematicatly cetiated o student
achievement. Morcover, the dramatic
diffecences that exist in teachery
performance fuve not been cagitured
by any acconnt of difterences in
their bachgromnds or clitssroom
hetuviors.,
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Hanushek points out
the many weaknesses in
the individual studies he
summarizes, but gives
weight to the large num-
ber of them in his sum-
mary. Hanushek would
go beyond a focus on the
equalization of expendi-
tures to the question cf
how to change educa-
tional structures to
improve performance.
This is the conclusion
Kentucky reached, in its
effort at total reform, as
we will see later.

Another view of the
studies Hanushek summa-
rized is offered by Policy
Briefs, published by the
Center for Policy Research
in Education:

Other researchers, while agreeing
that the data indicate listle direct
effect on achievement of variations in
expenditures, reach different
conclusions. One argument is chat
the studies themselves are flawed and
do not address some important
variables. For example, it is particu-
larly diffleult to separate the effects
of variaticns in school finances from
the effect of what money buys, Thus,
high quality teachers may opt for
fower salaries in districts that pay for
high quality working conditions.

A second argument is that few studies
have controllea adequately for the
cost of purchasing services. Thus, a
relatively high per pupil expenditure
in a central city may not purchase
the same level of resources as a lower
per pupil expenditure in a tess

costly setting.

Such studies have had
to deal with the difficult
statistical problem
resulting from the high
intercorrelation of spend-
ing with socio-economic
factors, making it difficult
to determine the effects
of spending alone,

Studies like those
Hanushek summarized

Q

have been cited in the
courts by those arguing
that there was no
evidence that inequality
of resources was respon-
sible for inequality in
educational achievement.
In considering such
arguments, Judge Steven
L. Lefelt of the state of
New Jersey rendered
judgment:

1...FIND that the existing education
rescarch is celatively primitive and
does not reveal very much about
student learning and therefore does
not compel the rejection of input
cqualization or input comparisons
between and among disticts,

Because these studies
were generally developed
for other purposes, the
data they use are largely
gross measures, such as
total expenditures per
pupil or years of educa-
tion of teachers. They
have not probed the
classroom factors that
affect learning. A new
generation of studies
designed for this specific
purpose will be necessary
if research is 1o play a
constructive role in critical
legal and policy debates.
However, isolating the
critical factors will likely
not be easy through large-
scale survey research
techniques, in view of the
complicated interactions
involved.

Perhaps greater use
could be made of the
relatively untapped data
sources in the assess-
ments by NAEP, such as
its comprehensive subject
matter assessments and
the questionnaires filled
out by students, teachers,

and school officials. For
example, in the 1990
assessment of mathemat-
ics (previously referred
to), the teachers of the
students assessed were
asked, “How well sup-
plied are you by your
school system with the
instructional materials and
other resources you need
to teach your class?”

In Figure 8, states par-
ticipating in the assess-
ment of 8th grade
mathematics are grouped
by the percentage of
students with teachers
saying that they get only
some or none of the
instructional materials or
resources they need. Tt
can he seen that in
genera! the larger this
percentage, the lower the
average proficiency of
students within the state,2
In the case of gross expendi-
tures per student, there
was little relationship to
average mathematics
proficiency, in line with
previous research. And
there was only a relatively
weak relationship
between how much the
state spent per student
and whether the teachers
had sufficient instructional
materials.

‘In statistical terms, the correlation
is—854, meaning that 72 pereent
(.854 squared) of the variation in
proficiency is associated with the
variation in these teacher reports of
lack of instructional materials and
resources, After controlling for the
cducational level of parents, the
coreelation is ~ 850, basically
unchanged. When the states are
weighted by the number of students
in the state, the correlation is -.72.

NAEP provides a source
of information on instruc-
tional conditions and
achievement that should
be more fully exploited.
Resolving the issues of
equality being debated in
a growing number of
states will require far
greater illumination than
is available from the
efforts thus far,

Academic debate con-
tinues on the relationship
of variations in ¢duca-
tional resources to educa-
tional outcomes. One
school finds no systematic
relationship and argues
that a more equitable
distribution of resources
will do little to advance
educational achievement,
and that the nation needs
to get on with reform and
restructuring. Another
school believes that
indeed, addressing this
inequity is at least one
key to improving educa-
tion, and that such ineq-
uity should not be
allowed to stand on the
basis of values, if not on
educational efficiency.
The courts, of course, are
addressing legal concepts
of equity, not academic
ones, nor general educa-
tional effectiveness.

There is, however, a
reconciliation between
these views; they are not
mutually exclusive. The
failure to find a relation-
ship between school
expenditures and student
achievement indicates that
how money is spent has
to be taken into account.
Achieving greater equity
in the distribution of
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¢ducational resources can
go hand-in-hand with

broad educational reform.

The case of Kentucky,
described in the next
section, is an example of
how both can be dealt
with at the same time.

Al some point, the
distinction hetween
resource differences and
cducational approaches
begins to blur, since all
approaches require
resources. Educational
policy is inevitably

Figure 8

Relationship Between the Availability oi
Instructional Materials and Resources and
NAEP Mathematics Proficiency, Grade 8, 1990

Students in Classrooms
Lacking Instructional Materials
and Resources Have Lower
Average Mathematics Proficiency

States in which the
percentage of studenis
n clyssrooms lacking
instructional materiats
and resources 1s:*

Greater than 45% ———————@

Belween 41and 45% r—————— @

Between 36 and 40% —————— @

f
i

Between 31 and 35% —————@

Between 26 and 30°% ————————@

Between 21 and 25°% L
20% or Less + —@
220 240 260 280 300

Average Proficiency (Scale 0-500)

‘Percent of students whose teachers report that they get some or none of
the instructional materials and resources they need. For the source and a list
of states in each group. see Appendix Table 4.
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concerned both about the
distribution of resources
and viable approaches to
cducating students. The
courts will continue to
view the matter of equity
in the context of state
constitutional require-
ments, and legal concepts
tracing back centuries.
What the courts conclude
about equity will often be
ditferent than what the
nublic and its representa-
tives decide to doin
reshaping American edu-
cation for the year 2000.
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TOWARD
EQUALITY

During colonial times,
cducation took place in
private schools and atten-
dance was generally
limited to students whose
parents could atford the
tuition. This type of pri-
vate education began in
the New England colo-
nies, where two schools
had been established by
1635, In 1042 the Massa-
chusetts “General Court,”
the state legiskative body,
decreed that “ye chosen
men” should have the
power to fine all parents
and masters who were
neglectful in “training up
their children.™ Phis Taw:
proclaimed state authority

OvVer pzlrcnls. but not OVEr

the operation of schools.,

Five years later, the
Massachusetts Law of
1647 required every town
of 30 or more tamilics 1o
appoint a teacher. Every
town of 100 or more
familics was further
required to appoint
schoolmaster to give
instruction in Latin gram-
nur to prepare boys for
college. Called the “New
England pattern,” this
arrangement allowed the
use of public funds for
cducation,

Public recognition of
the need for “common
schools™ developed dur-
ing the carly nineteenth
century. At first. schools
had been funded by
tition receipts and fees,
As the free school move-
ment gained momentum.
however, and the number
of students and schools
Broew, new ways to
finance the schools were

sought. including the use
of state lotteries and land
sales. Sinee a personal
income LIX was not a
viable option during this
period. most localitics
turned to what seemed to
be the most feasible and
cquitable revenue source —
atax on real property.

The primary responsi-
hility for schooling in the
United States rests with
state government; the
federal constitution s
silent about education,
lcaving it as an “implicd
power™ of the states, As a
result, state constitutions
authorize their legishuures
o maintain a system of
“uniform™ schools or
provide a “thorough and
cfficient™ system of
edducation,

FINANCING
THE SCHOOLS
While revenues for
clementary and secondary
cducation have long come
from the local, state, and
federal governments, their
share of the education pic
has changed over time
(see Figure 9). State aid
for education, the Targest
single line item in state
budgets, has increased 1o
nearly halt of total educa-
tion funding: local fund-
ing has decreased, and
the federal share of edu-
cation (which rose during
the 50 years prior to 19%0)
has dwindled from a high
of about 10 percent dur-
ing the Le 1970s 10
about 6 pereent today,
The major role of state
aid is 1o compensate for
school districts” vastly

15

differing abilities to pay
for education, as often
measured by property tax
bases. In addition, state
aid targets special popula-
tions. ¢.g., students with
disabilitics or in need of
compensatory education,

Local revenuces are the
result of the wealth and
tax cffort of the commu-
nity. This close relation-
ship between wealth and
revenues makes it pos-
sible for a rich school
district to raise more
revenuee for education
than a poor district, even
though both are applying
the sume tax rate, State
education aid is designed
to overcome the dispari-
tics in reverues that are
caused by variations in
local wealth,

The federal govern-
ment's role is small, over-
all. ranging from a low of
about 3 percent of total
cducation revenues in
New Hampshire in 1988
to a lide over 13 pereent
in Hawaii, But while the
federal government has
been cutting back on
domestic programs since
the 1970s, 1ts role is strate-
gic because it assures
services for disabled,
poor, and ceducationally
disadvantaged students.,

The result of this school
finance system is that, in
spite of high tax cates,
taxpayers in poor school
districts cannot generate
sufficient revenue for an
adequate school system,
or one that matches their
more fortunate neighbors,
For the last 20 years,
courtrooms across the

15



country have been deal-
ing with this situation.
The next section of this
report briefly describes
the two waves of school
finance litigation that have
swept the nation, and the
resulting state responses.

his son's school about the
quality of services avail-
able. The principal told
him that the school dis-
trict simply could not
afford more or better
instruction and counseled
the father to move to one

of the wealthier nearby
districts. The senior
Serrano viewed this
advice, no matter how
well intentioned, as
worthless; he was not

THE FIRST WAVE

In 1967, John Serrano, a
father in a Los Angeles-
area school district, com-
plained to the principal of

Figure 9

Trends in Public Elementary and Secondary
School Revenue Sources, 1920-1989
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and Secondary Education,” National Center for Education Statistics,
June 1691, p.227.
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able to move. Instead, he
joined with others and
brought suit against state
officials. This suit, Serrano
v. Priest, questioned the
constitutionality of the
manner in which Calitor-
nia financed its schools.

In this landmark case,
the Supreme Court of
California found that the
state school finance sys-
tem depended on the
property tax base of each
district. Vast differences in
this wealth created huge
disparities in the revenues
available to individual
districts and in their edu-
cation expenditures. The
court found that these
gross funding disparities
violated the state constitu-
tional guarantees of equal
protection.

since Serrano, 26 other
states have had school
finance court decisions.
The constitutionality of
the systems was upheld in
14 states; in 13 states the
school finance systems
were declared unconstitu-
tional (see Figure 10 and
the Table on the next
page). The success of
plaintiffs in the state
courts was not necessarily
related to the type or
magnitude of expenditure
and wealth disparities
presented in the litigation.
Rather, outcomes
depended largely upon
the level of scrutiny a
state court applied to its
school finance system,
and how it interpreted the
state’s education clause.

Generally, when courts
applied a “strict scrutiny”
standard of review,3 the

19

school finance system was
struck down. When courts
applied a “rational basis”
standard,* the school
finance system was
genera’y upheld. Courts
differed in their deiermi-
nations when the chal-
lenge was based on the
state’s education clause,
even when the language
of the clause was strik-
ingly similar.

This first wave of
school finance cases
focused primarily on
disparities in educational
expenditures across dis-
tricts in a state, and on
the relationship between
the revenue and wealth of
school districts. Suits in
New York (Levittoun .
Nyquist) and Maryland
(Somerset County Board
of Education v. Hornbeck),
however, introduced the
unique educational and
fiscal needs of urban
arcas into school finance
litigation (although the

SCourts will subject a state's actions
to “strict scruting™ if the pliintifts’
chiim involves cither o group being
treated differently a suspect
classification) such as race, or
fundamental rights or interests such
as speedh, religion, or voting,
Under this standard, @ compelling
state interest must be served tor the
legishition to pass constitutional
muster. In school finance cases, the
court must determine that education
is o lundamental right before it will
appiy a "strict scrutiny” standard.

I education is determined not to
be o fundamental rigltt, courts
traditionally apply a “rational
means” test. Under this test,
challenged legislation will Ixe
upheld if it furthers a “legitimate”
state interest, bears o rational
relationship to the ends for which it
was estublished, and does not make
arbitrary or invidious distinctions
between cliasses of persons,



courts did not decide in
favor of the plaintiffs).
Lawyers for the cities in
these states alleged that
by measuring the ability
of school districts to sup-
port education only in
terms of property wealth
per pupil, traditional state
aid systems worked to the
detriment of large urban
school systems which
were, for the most part,
above average in property
wealth. They argued that
equalization aid formulas
failed to take into account
four “overburdens”—
education, municipal
services, cost, and absen-
teeismS — that further
constrained the ability of
urban districts to fund
their schools. The brief
for the interveners in
Leviit.yum v. Nyquist
sumtaed up the objections
of the urban districts in
one sentence: “While the

SEducation overburden reflects the
higher costs that urban school
systems face to educate large
numbers of students with special
educational needs, such as
educational and economic
disadvantages, limited English
proficiency. and physical and
mental disabilities. Municipal
services overburden reflects the fact
that the high nceeds of urban
populations for police, fire,
sanitation, and welfare services
impose a massive drain on the tax
dollars of urban districts, leaving
less of each tax dollar for education
than in suburban and rural districts.
The urban tax dollar also buys
fewer educational services than the
same dollar in suburban and rural
arcas because operating costs for
education are unavoidably higher in
cities than in other areas ¢cost
overburden). The use of attendance
rather than enrollment counts in
state aid formulas further penalizes
large city districts because of the
higher absenteeism rates of urban
pupils (absentecism overburden).

public education fiscal
burden of the large urban
districts is by far the
greatest in the state, the
levels of state education
assistance they receive are
almost the lowest.”

THE STATES RESPOND
Prodded by actual or
threatened lawsuits, over
35 states enacted new or
revised education aid
programs between 1971
and 1985. This wave of
legislation had several
effects on education
finance. First, as seen
earlier in Figure 9, the
state share of education
tunding increased to
nearly 50 percent. Second,
average per pupil expen-
ditures, adjusted for infla-
tion, grew 43 pereent.
Third, many states revised
their school finance sys-
tems in ways that more
equitably distributed
money between property-
poor and property-
wealthy districts. Fourth,
states also developed
better programs to mecet
the special educational
needs of students.

By 1985, ull states
funded services to stu-
dents with physical and
mental disabilities, 16
states provided direct aid
for compensatory educa-
tion programs or to dis-
tricts with large numbers
of poor children, and 12
states funded bilingual
cducation programs,

These reform laws had
a limited impact on the
fiscal equity of school
funding systems, how-
ever. In spite of greater

State Court Decisions in School Finance Cases

State Courts Declared State Courts Declared
School Finance School Finance
Formulas Constitutional | Formulas Unconstitutional
First Wave First Wave
State Year(s) State Year(s)
Arizona 1973 California 1971, 1976
Michigan 1973 New Jersey 1973
Idaho 1975 Kansus 1976
Oregon 1979 Wisconsin 1976
Pennsylvania | 1979, 1987 | Connecticut 1977
Ohio 1979 Washington 1978
Georgia 1981 West Virginia 1979, 1988
Colorado 1982 Wyoming 1980
New York 1982, 1987 | Arkansas 1983
Maryland 1983
Second Wave Second Wave
Oklahoma 1987 Montana 1989
North Curolir.a 1987 Kentucky 1989
Louisiana 1988 Texas 1989
South Carolina 1988 New Jersey 1990
Tennessee 1991

Source: Franklin et. /4. (1990)

equalizatior, and more
categorical 4id, inequitics
in the inding of educa-
tion peyn ‘sted. Using
multiple equity measures
and data from 49 states,
Schwartz and Moskowitz
(1988) reported litde
change in spending equity
within states between the
1976-77 and 1984-85
school years. They found,
however, that state rev-
enues had some moderat-
ing effect on inequality
and that federal revenues
had a similar, but smaller,
impact. More detailed
studies of individual states
showed that, in most
cases, carly equity gains
were eroded in the late
1970s and carly 1980s.

20)

These studies high-
lighted factors that threat-
ened the equity of school
finance reforms over time:
differential growth in local
tax bases; the ability and
willingness of wealthy
school districts to main-
tain high levels of tax
cffort and the reluctance
of most states to “cap” the
spending of such school
districts; the cushion of
save-harmless clauses
(mechanisms that protect
districts from reductions
in aid); disequalizing
categorical aid programs;
and the growing educa-
tional needs of poor
urban and rural
communities.
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Figure 10
State School Finance Court Decisions

D Syslem declared constitutional

System declared unconstitutional

»~0 v
o7
HI No Symbol No case filed or litigation in progress

! Souice Frankhkn. D L et al "The Consttutionahty of the K-12 Funding System in llinois.
Volume Il 1990 Supplement " MacArthur/Spencer Senes Number 15 Normal. IL:
Center for the Study of Educ.aonal Finance, inois State Unive,sity, 1990.
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THE SECOND WAVE
Judicial and legislative
activity in school finance
slowed considerably in
the second. half of the
1980s. In the wake of A4
Nation at Risk (1983) and
other national reports on
the condition of education
in the United States,
policymakers directed
their attention toward
efficiency, excellence, and
choice in education and
away from issues of
equity in educational
opportunity.

During the mid-1980s,
states strengthened high
school graduation stan-
dards, raised teacher
training and certification
requirements, upgraded
curriculum standards, and
expanded student compe-
tency testing. States
focused more attention on
educational outcomes
such as achievement than
on educational resources.

The year 1989 marked
a resurgence of interest
and activity in school
finance. After four little-
noted defeats in school
finance system court cases
in 1987 and 1988 (Okla-
homa, North Carolina,
Louisiana, and South
Carolina), plaintiffs suc-
ceeded in overturning
school finance systems in
Montana (Helena School
District v. State of Mon-
tana), Kentucky (Rose v.
The Council for Better
Education), and Texas
(Edgewood v. Kirby). In
the next year, the New
Jersey Supreme Court
declared the state's 1975
school finance reform law

unconstitutional as
applied to the 30 poorest
urban school districts
(Abbott v. Burke). Tennes-
see followed in 1991,
New funding formulas
were enacted in four
states, as well as in
Nebraska, Oklahoma, and
Louisiana. New school
finance suits also were
filed in 21 states.©

The fundamental legal
issues did not change
between the first and
second waves of litiga-
tion. Plaintiffs in the five
successful court suits
asserted that wealth-based
disparities in education
expenditurer resulted in
unequal educational
opportunities for students
from property-poor dis-
tricts. The courts based
their decisions on the
states' education and/or
equal protection clauses,
and cach decision
reflected the unique legal,
educational, political, and
social context of the state.

These decisions, how-
ever, represented a depar-
ture from the past in
several ways. They
focused on disparities in
actual programs offered,
as well as wealth and
expenditure disparities;
expanded definitions of
what state constitutions
require of education
systems; moved toward
requiring the equalization
of expenditures, and
away from an equaliza-
tion of the ability to raise
education revenues;
emphasized the needs of
cducationally disadvan-
taged children; and, in

Kentucky, called for a
total restructuring of the
education governance, as
well as finance, system.
With litigation still
ongoing in 21 states it is
hard to predict where it
will all take us by the year
2000. But after a period of
quiescence, school
finance reforn is back
with a fury in a consider-
able number of states.
However, the states are
not all moving in
lockstep, and courts in a
substantial number of
states have given finance
systems a clean bill of
health, at least from the
standpoint of compliance
with state constitutions.
Meanwhile, forces moving
nuany states toward ineq-
uity still operate, and the
net effect of new laws
pulling one way, and
strong forces pulling
another, is hard to predict.

The 21 states are Alabama, Alaska,
Florida, ldaho, lllinois, Indiana,
Kansus, Massachusetts, Minnesaota,
Missouri, New Hampshire, New
York, North Dakota, Ohio,
Oklahoma, Oregon, Pennsylvania,
Rhade Island, South Dakota,
Virginia, and Washington,
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THREE
STATES

As the decade of the
1990s opens, states may
be justifiably nervous
about the possibility of
further litigation. Three
states where systems
recently have been over-
turned are described here
in more detail. While the
decision in Texas was
fairly traditional, the Ken-
tucky decision raises the
possibility that school
finance litigation can
bring the entire structure
of the education system
under scrutiny. The New
Jersey case demonstrates
that it is possible to focus
a decision on the way a
school finance system
affects particular school
districts, not all districts.

TEXAS

Edgewood v, Kirby (1989)
sumnurized the extensive
disparities in wealth,
expenditures, and pro-
grams found across Texas'
1.057 school districts and
three million school chil-
dren. The state Supreme
Court justices imposed a
judicial standard of equity
known as “fiscal neutral-
ity." requiring that school
district revenues be “sub-
stantially equal™ at similar
levels of district tax effort,
In 1985-80. the 300,000
students in the wealthiest
districts had eight times
the property wealth of the
300,000 students in the
poorest communities. The
disparity in property
wealth between the
Edgewood Independent
School District and the
neighboring district of
Alamo Heights was typi-

cal: $39,000 per pupil in
Edgewood, compared
to $570.000 in Alamo
Heights.

As the state’s minimum
foundation aid formula
did not cover even the
state-mandated minimum
requirements, districts
relied heavily on local
revenues to support their
education programs, The
court found that expendi-
tures ranged from $2,000
to $19,000 per pupii the
poorest districts spent, on
average, $2,000 per pupil
less than the wealthiest
districts in spite of higher
tax rates,

The court determined
that education expendi-
tures have a “real and
meaningful impact on the
educational opportunity
offered...studentls).” At the
time of the trial, one-
third of the state’'s school
districts did not meet the
state-mandated standards
for class size. One poor
school district, San
Elizario 1.8.D., offered no
pre-kindergarten program;
no foreign kinguage,
chemistry, physics. or
calcutus courses: no col-
lege preparatory or hon-
ors prograny; and virtually
no extracurricular activi-
ties such as band, debate,
or football. In spite of one
of the most extensive
state-funded preschool
programs in the country,
a number of the poorest
school districts in Texas
cannot zftord to participate.

The court set May 1990
as the ueadline for the
fegislature to establish a
new state funding system,

threatening to close the
state’s schools if an
acceptable plan were not
developed. When the
fegislature developed its
new funding plan, how-
ever, it was immediately
challenged, and a state
trial court agreed that the
new plan did not meet
the court mandate. On
April 11, 1991. the state
legislature finally passed a
plin that was accepted by
the court, but is extremely
controversial.

Under the new system,
dubbed the “Robin Hood™
plan, school districts with
high property values will
shift money to districts
with low property values
within regional taxing
districts created along
county lines. Each of the
new tax districts will have
a4 minimum property tax
rate. Revenues will be
distributed equally through-
out the school systems
within the taxing district.

As a result of this plan,
a new, or at least more
visible, opponent o
school finance reform has
arisen in Texas -—— wealthy
school districts, which
until now kurgely stayed
out of court hattles
between state officials
and poor districts. Dis-
tricts in the richest parts
of the state. which stand
to lose millions of dollars
while their residents are
charged higher taxes,
contend that the new faw
is unconstitutional
because it amounts to
statewide property tax
and imposes levies with-
out prior voter approval,
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Morcover, rich districts
warn the equity plan will
undermine the state's top
schools — the plan, they
contend, emphasizes
equity at the expense of
excellence and account-
ability.

The activism by the
richer districts represents
an important shift in the
school finance debate,
which has been domi-
nated by the poor districts
that won two unanimous
rulings from the state
Supreme Court.

KENTUCKY

A famous Kentuckian and
writer during the 1920s,
when “hundreds of Ken-
tucky farmers had better
barns in which to stable
mules, bulls, and sows
than school rooms for
their children,” Jesse
Stuart dreamed of a day
when Kentucky children
would no longer have

to "grow up like
uncultivated plants.” As
the 1980s drew to a close,
however, Kentucky was
often regarded as one of
the worst school systems
in the nation: a state at or
near the bottom in tidica-
tors like spending, gradu-
ation rates, and literacy.
Management problems,
nepotism, and tax fraud
were thought o be wide-
spread among districts.

"Much of the factual material about
Kentucky is drawn trom ar
excellent case study. See Ronald

G. Daove, Jr.. Acorns in a Mountain
Pool: The Role of Litigation, Law,
and Lawyers in Kentucky Fducation
Reform, Lexington, KY: Prichard
committee for Academic
Excellence, 1991,
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In 19806, the wealthiest
district in Kentucky spent
$4,361 per pupil, while
the poorest district spent
$1,767 per pupil, produc-
ing a wide gap in the
quality of facilities and
programs. Court records
showed that poor schools
held classes in inferior
buildings and were
unable to provide stu-
dents with an advanced
curriculum. While many
rural districts in the east-
ern part of the state could
not even afford textbooks
or books for their librar-
ies, wealthier districts
were purchasing comput-
ers for their classrooms,
These inequities were
reflected in differences in
achievement test scores
and gra<uation rates.

On November 20, 1985,
a lawsuit called Rose o,
Council for Better Educa-
tion, Inc. was filed in
Circuit Court. The plain-
tifts were the Council for
Better Education, Inc.,
seven local school boards,
and 22 public school
students suing on behalf
of themselves and the
class of all school children
in similarly poor school
districts. The plaintifts
alleged that the state's
"statutory structure for
funding public schools”
was inadequate, inequi-
table, and in violation of
the state constitutional
provision requiring “an
efficient system of com-
mon schools throughout
the state.”

They also complained
that students from poor
districts had been denied

due process and equal
protection under both the
United States and Ken-
tucky constitutions, Plain-
tiffs sought a declaratory
judgment and a court
order “commanding the
General Assembly to
increase the funding for
public schools in an
amount sufficient to pro-
vide an equitable and
adequate funding pro-
gram for all school
children.™

On June 8, 1989, the
Kentucky Supreme Court
declared the entire school
system unconstitutional.
The court directed the
General Assembly to go
back to the drawing
board and create a new
system that provided
adequate and equal edu-
cational opportunities for
ail of the state's students.
The state legislature com-
plied with the court's
mandate by enscting the
Kentucky Education
Reform Act of 1990,

financed by a tax increase.

This new reform law
radically reshaped the
curriculum, governance,
and finance of Kentucky's
schools,

some of the features of
the reform are rewards
and sanctions tied to
school performance,
school-based manage-
ment and decision mak-
ing, pre-school programs
for at-risk children, and a
state-wide performance
assessment program. The
luw also provides a guar-
anteed level of per pupil
funding and a method for
raising poor districts to

the spending level of
wealthier districts,
According to recent
accounts in the education
press, over the course of
the last year or so, many
Kentucky schools have
raised local tax rates and
received a corresponding
increase in state aid;
initiated pre-school pro-
grams for poor four-year-
olds and extended-day
tutorial programs; and
launched planning and
site-based decision niak-
ing, ungraded primary
classrooms, and commu-
nity service centers.
Finally, despite a mam-
moth increase in state
taxes, Kentuckians appear
to have weathered both
the surrent recession and
the last round of elections
without any signs of the
sort of tax revolt seen in
many other states. The
cost of the education
program has also been a
secondary topic in this
year's guberpatorial pri-
maries. and acceptance of
educaiion reform contin-
ues to be reflected in state-
wide polling. Kentucky
appears to be recovering
from what the trial court
judge referred to as the
state'’s “extreme case of
educational malnutrition.”

NEW JERSEY

When the Supreme Court
declared New Jersey's
school finance system
unconstitutional on June
5. 1990, it was the eighth
time in 20 years that the
state’s highest court ruled
on school finance litiga-
tion. That decision, Abbott
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. Burke (Abbott 1), wus
the first school fimnce
case in the country, how-
ever, to;

® yule on the constitu-
tionality of an education
finance law specifically
designed to respond to
i prior court decision

B address the unique
cducational and fiscal
needs of children living,
in poor urban arcas

B require i stte 1o assure
that poor urban districts
have more money o
spend on educition
than wealthy sulurban
districts

It all began in carly
1970 when the cities of
Jersey City, Paterson,
Plainficld, and East
Orange joined Jersey City
student Kenneth Robinson
and his parents ir a chal-
lenge to the condtitution-
ality of the state's school
finance system. That
decision, Kobinson v
Cahill (1973), used
2xpenditure disparities
that were due to varia-
tions both in school dis-
trict property wealth and
in tax rates as the basis
for overturning the state’s
school finance system.

The resuiting 1975 state
reform law Che Public
School Education Act of
1975, tunded with a new
state income tax, saw the
state share in education
expenditures rise from 28
to 40 pereent and expen-
diture disparitics lessen. A
decade Later, however,
dis Harities had worsened,
ever when inflation was
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taken into account. In six
years, disparities in per
pupil property wealth
doubled from 5510 11o
11t 1 Expenditure
disparitics, in real dollars,
grew from $900 10 $2,122
per pupil between high
and low spending
districts.®

In 1981, the Education
Law Center filed a com-
plint in New Jersey
Supcerior Court on behalf
ol 20 children atending
public schools in Camden,
East Orange, Irvington,
and Jersey City. They
claimed that the state
educition finance system
caused significant expen-
diture and program dis-
paritics between poor
urhan and wealthy subur-
han districts, leaving poor
urhan districts unable to
mect the educational
needs of their students.
They also argued that the
state system violated the
“thorough and cfticient”
and equal protection
cliuses of the state consti-
tution and the law against
ciscrimination.

Alter nine years of
parrying in legal and
administrative forums, the
New Jersey Supreme
Court ruled in 1990 that
the state aid system was
unconstitutional as
applicd to poorer urlyin
districts because the edu-
aation delivered wits
neither thorough nor

SThe measure used was disteet
average expenditures at the St aod
V5th pereentile.

clficient. The justices
found that:

Under the present system...the
poorer the district and the greater i*s
need. the less the money available,
and the worse the edueation...
Education has falled there, for both
the studeant and the state,

The New Jersey high
court’s ruling zeroes in on
both the plight of poor
urban children and the
obligation of the state 1o
ceducate then:

The cities have deteriorated and thelr
{the students'y P zes are often bleak.
They live in a culture where schools,
studying. and homework are second.
ary. Thelr test =cores, thelr dropout
rate, their atteandance at college, all
indicate a severe fallure of cducation.
While education is largely absent
from their lves, we get some idea of
what is present from the erime rate,
discase rate, drug addiction rate,
teenage pregoancy rate, and the
unemployineat eate. Without an
cffective education they are lkely to
ren@in enveloped in this
cavironment.

All the money that supports cduca-
tion is public moncy. local money no
less than state money. It s authorized
and controlled, in terms of source,
amount, distribution, and use, by the
state. The students of Newark and
Trenton are no less citizens than
their friends in Miltburn and
Princeton. They are entitled to be
treated equally, to begin at the sine
starting tine,

To meet the require-
mients the court set, the
Quulity Education Act of
1990 (QEA D was signed
into faw on July 3. 1990
allocating an additional
S 1.1 hillion to the state's
public schools, with much
of the money going to the
poorest urban districts,
Gilled “special needs”
districts, Before the 1991-
9.2 school year had
startedd. however, intense
political nancuvering in
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response o voter inger
over increases in the sales
and income taxes resulted
in i new legislative pro-
grim (QEA 1D that
drained about $360
million from the school
aid fund and redirected
the funds to municipal
property tax reliel. In
addition, strict spending
caps were imposed on
school districts. This
means that 30 pereent, or
$229 million, of the $775
million left for “new™
school aid cannot be
spent on education, but
must be used to lower
local school taxes.

As a result, the attorney
for the plaintifts in AbbLott
is now contending that
the new Liw (QEA 1D has
actually widened the
sponding gap between
uthan and sulzurban
school districts and is
unconstitutional. After 20
vears of legal wrangling
over the eduaitional
rights of poor urban ¢hil-
dren. New Jersey is bick
in court.
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Alter the Puritans built
their houses, provided for
their livelihood, and
created pliaces to worship,
they longed to advance
Learning and perpetuate it
to Posterity.” In 1642 the
Bay Colony decreed free
public education in ey
town of 100 familics.
Writing in 1840, Horace
Mann said:

The institutien of a free-school
system on so broad a basis, and of
such ample proportions appears stifl
more remarkable when we consider
the period in the wordd's history at
which it was originated, and the

fewness and poverty of the peaple by

svhom it was maintiined.

By fits and starts this
first effort at free schools
grew 1o bhecome a univer-
sal svstem of public edu-
cation. For centuries the
“people by whom it was
maintained” remained the
inhabitants of such towns,
and later, cities. The local
inhabitants taxed what-
cever wealth they had, and
as their wealth Gand their
“longing” for learning)
varied, so did the amount
they spent on these free
schoois. The economic
position of the family
determined the cconomic
circumstances of the
child, and the combined
cCononic circumstances
of the frmilies of a local
community determined
the school cconomy of
the student.

In about 1930 the local
share of expenditures for
clementary and secondary
ceducation, which was stiil
83 pereent, began to fall
as the states. then the
federal government,

began to pick up a larger
share of the b, The ULS,
Constitution left the provi-
sion of education as an
implicd power of the
states, and states were
auick 1o make their
responsibilities explicit in
their constitutions. For
decades, the nation
moved along quite com-
fortably with a system
largely operated and
financed locally, but with
the formal power and
responsibility residing
clearly with the state. The
disparitics in the wealth
ol communities (and their
commitment to education)
continued to be refleaed
in disparitics in the
Financing of their educa-
tion systems,

The degree of inequal-
ity in our system of edu-
cation spread through our
national awareness in the
mid-1960s. What became
known as the Coleman
Report, Equality of Educa-
tional Opportunity, man-
dated by act of Congress,
riveted attention on difter-
cnces in educationai
achievement. That same
year, Arthur Wise asked in
an article referring 1o the
federal constitution, ~Is
the denial of equal educa-
tion constitutional?” Other
eports arad analyses
tollowed.

Born a few years Later
was a realization that
perhaps the provisions
in sfetle constitutions
required that resources for
education be provided
equeitably wihin a state.

The court case tha
focused attention on
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in-state inequalities was
Serrano v, Priest. It began
when John Serrano,
whosc son attended
school in a Los Angeles
school district, com-
plained to the school
principal about the quality
ol services available. He
wis told the district could
not aftord beuer, and 1o
get what he wanted he
would hive 1o move 1o a
walthier district. Instead,
Mr. Serrano took the state
to court, questioning the
constitwtionality of the
manner in which Califor-
nia financed its schools,
In 1971, the Supreme
Court of California found
that the gross school
funding disparitics based
on the wealth of a school
district violated the state
constitutional guarantees
ol equal protection.

After that case, a wave
ot school finance rulings
washed through the
courts. From 1971 through
1983, ninwe state financing
systems were declared
unconstitutional by state
courts. These rulings
focused primarily on
dispavities in educational
expenditures across dis-
tricts, and on the relation-
ships between the
revenue for schools and
the wealth of school
districts. In New York and
Maryland. however, con-
sideration of the unique
needs of schools in urban
arcas entered the fray.

Prompted by these
rulings and prodded by
litigation winding its way
through court systems,
ovein 35 states enacted
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new or revised education
aid programs between
1971 and 1985. The state
share of education fund-
ing leaped forward agein,
and average expenditures
increased as well. Fund-
ing systems were revised
in many states to more
cquitably distribute
moncey among property-
poor and rroperty-
wealthy districts. Programs
were developed to meet
the special education
needs of some students.

However, despite these
actions, researchers
reported little change
between 1976-77 and
1984-85 in fiscal ¢quity
within the states. Early
gains in the 19708 were
croded by differential
growth in local tax bases,
wealthy districts continu-
ing to spend more, grow-
ing needs in poor urhan
and rural arcas, and other
factors that oftset carlier
state action,

A new wave of activity
began in 1989, Since that
time, plaintifts succeeded
in overturning school
finance systems in Mon-
tana (1989), Kentucky
(19899, Texas (1989), New
Jersey Gagain in 1990),
and Tennessee (1991).

This report briefly
describes the proceedings
in New Jersey, Kentucky,
and Texas. The decision
in Texas was fairly tradi-
tional, but the remedy has
turned the wealthy dis-
tricts against the new
system, The Kentucky
decision resulted in the
state revamping the entire
cducational system, and
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New Jersey addressed the
unique situation of chil-
dren anending school in
poor urban arcas. As this
is written, litigation is
proceeding in 21 states,
How uncqual are our
students” educations now,
as we enter the last
decade of the century?

® Average expenditures
per student range from
almost $8.500 in New
Jersev down to $2,720
in Utah. After adjusting
for cost-of-living differ-
ences, they range from
just under $7.000 in
New York to just under
$3.000 in Utah.

& States vary both in their
wealth and their will-
ingness to spend on
cducation. Wyoming
spends almost 8 per-
cent of its personal
income on education
and New Hampshire
3 pereent. The ranking
of the states changes
considerably when the
degree of eftort is
taken into account.
New Jersey, second on
an absolute basis,
drops to about the
middle on this relative
Dasis. Utah rises from
last to the top tier.

Disparities are aiso
considerable within states,
and this degree of dispar-
ity also viries widely.

In New York, the high
spending school districts
spend 162 percent more
than the low spending
ones, contrasted with
Maryland where the high
spending districts spend

just 24 percent more.
In the middle range
(Oklahoma, Kansas, and
Maine) the high districts
spend half again as much
as the low ones.

Down at the level
of the school building and
the classroom, what are
the results of such
differences?

& In Alabama — schools
with bad plumbing, no
science laboratories, no
ATl TOOMS, OF NO Music
rOOMSs

® [n New Jersey — one
high school with seven
science laboratories,
and another with few
true science classrooms
at all

B In Montana — schools
with substandard
facilities. outdated
cquipment, and out-
dated texthooks

In Pennsylvania — the
lowest spending school
districts have the higher
student teacher ranos,
the lower average
teacher salaries, and
teachers with the least
teaching experience

& In the nation — less
adequate instructional
materials in schools
where students are
poor than in schools
where students are
wealthier,

While it is clear that the
quantity of educational
resources varies, and that
there are “rich schools
and poor schools,” as in
ithe title of a 19600s book
by Arthur Wise, the
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cducational rescarch
community has not been
successtul in determining
the extent to which
resource differences affect
cducational outcomes.
Not having expensive,
Lurge-scale studies espe-
cially designed to identify
the variables that make a
difference, they have used
data in studics carried out
for other purposes.

Eric A. Hanushek
recently identified and
sumnmurized 187 such
studies, dealing with
teacher-pupil ratios,
teacher qualifications and
experience, teacher sala-
ries, expenditures per
pupil. and facilities. He
concluded that 1two
decades of rescarch had
not uncovered a svstem-
atic relationship between
those factors and student
achicvement.

Other rescarchers point
out, however, that these
studies do not clearly
establish that resource
variations are unimpor-
tant. While academics
debate the direction and
importance of the rela-
tionships between school
resources and student
achievement, one state
court judge, Steven L.
Lefelt, rendered this
judgment:

1 FIND that the existing education
rescarchis relatively primitive and
dous not eeveal very much about
student learning and therefore does
not compel the rejection of input
cqwilization or input comparisons
between and among districts,

For more specific infor-
n:tion about the educa-
tional resources that



actually reach the class-
room, we looked at data
from the 1990 state-by-
state assessment of 8th
grade mathematics by
NALP, The teachers of
these 8th grade students
were asked how well
supplicd they were by
their school system “with
the instructional materials
and other resources™ they
needed to wa<h their
classes.

There was considerable
variation among the stites
in whether the wachers
got what they necded.
Comparing these data on
the adequacy of class-
room teaching resources
with average mathematics
proficiencey reveals a
striking and svstematic
relationship. As teacher
pereeptions of *he inad-
cquaey of these resources
increased, proficiency
scores decreased (see
Figure 8 on p. 1-1).

IFwe are to get closer
to understanding the
relationship between
cducational resourcees and
cducational outcomes, we
must ingprove how we
identify the resources that
actually reach the front
lines of instruction, The
use ol assessments such
as NAEP mav help, par-
ticularly now that they are
being admimistered at the
state level.

The issue of inequality
in providing public ¢du-
cation and inequity in its
financing has, for at lcast
two decades, been framed
as a legal issue debated
and decided in state
courthouses, But the
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question of the degree of
cquality and equity the
nation wants in its school
system goes beyond the
interpretation of state
constitutions written long
ago. It is a policy issue
for executive and legisla-
tive branches as well, Gt
all levels of government.

Resource disparities
and incquities on the one
hand and educational
reform and restructuring
on the other, are consid-
cred by somie to be
competing alternatives,
or unrelated 1o cach
other, Theyzcan be dealt
with simultancously,
however: Kentucky is
an example of this
approach.

So far, the national
cducation reform move-
ment has not direetly
addressed the issue of
the wide disparitices in
resources applicd to
cducating America’s chil-
dren and youth. The
President and the nation’s
governors have, however,
set the objective that

‘The academic perfornince of
clementiey and sccondaey students
witl increase significantly in eveey
quartite, and the disteibution of
minority students in cach level witl
more closely reflect the student
population as o whole.

Will it be harder to
achieve that goal if the
nation doces not address
existing disparities, such
as whether instructional
nuiterials and resources
are available 1o reachers?
Is there a danger that
some plans for greater
cqualization of resources
can affect goals 1o

improve perfornunce
at the top?

For the year 2000, will
a student be considered
an cducational citizen of
just a school taxing dis-
trict, or of a whole state,
or a nation? Is the location
ol one’'s home 1o be the
deciding factor in the
degree to which society
provides opoortunity 1o
develop ability? What are
our concepts of cquity
and equality in education
as we head towards the
next century?

Can we suceeed in
being world class in our
cducational attainments
while renining so pro-
vincial in our financial
commitment to schooling?

79
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APPENDIX TABLE 1
State Expenditure and Effort Disparities

Cost Adjusted  Intrastate
Expenditure Expceaditure Disparity  Expenditure Per Pupil
Per Pupil Cost Per Pupil Ratio as a Percent of Personal
State 1989-90' Index’  1989.90' 1986-87" Income, 1988*
Alabama $3.3114 0.919  $3.600 1.5 3.8%
Alaska 7,252 NA NA 1.9 0.7
Arizona 4,151 1.008 1118 2.0 3.7
Arkansas 3,272 0,909 3,000 1.6 37
California 4,045 1.059 4,380 1.7 3.3
Colorado 4,580 (.998 1,589 1.0 +1
Connecticul 7.870 1.258 0,201 1.0 38
Delaware 5.898 1.032 5,070 1.2 3.9
Florida 5,051 0.973 5.191 1.4 3.3 -
Georgil 4,108 0.941 4718 2.1 4.0
Haw:ii 4,023 NA NA NA 3.4
Idaho 3,195 0913 3,199 1.0 +.
Hlinois 4,787 0.971 1,915 2.0 A
Indiana 41 0.929 4,128 2.1 39
low:l 4042 0.930 1,959 1.3 4.5
Kansas 1,850 0.917 5.289 1.8 4.1
Kentucky 3.793 0921 4118 1.7 1.2
Louisiana 3.830 .93 4,107 1.5 1.2
Maine 5,540 .920 0,028 1.5 1.8
M:lryluml 5,857 1.108 5,280 1.2 3.5
Massachusens 0,172 1.218 5,007 2.1 301
Michigan 5.049 0.954 5.292 2.3 1.3
Minnesota 5.025 0.950 5,250 1.9 ‘h2
Mississippi 3119 0.903 30154 1.7 +.5
Missouri 4,220 0.929 4,519 2.3 3.3
Montana 05 0.911 4.901 NA 5.7
Nebriska 3.871 0.929 4,170 1.0 3.
Nevada 4,439 0.981 4,525 1.2 s
New Hampshire 5.099 1.079 4720 1.0 2.9
Noew Jersey 8,139 1.258 0,708 1.9 4.1
New Mexico 4,130 0.929 1,452 1.0 +.9
New York 7917 1.132 6,991 2.0 1.0
North Carolina 4,373 0.930 072 1.4 4.1
North Dakota 3.507 0922 3.800 1.3 1.5
Ohio 5,195 1).958 5123 28 38
Oklithoma 3,139 0.925 3718 1.8 4.0
Oregon 5047 0.942 5.358 1.5 +.8
Pennsylvania 0.111 1.013 0,033 24 3.9
Rhode 1sknd 0,125 1.0068 0,010 1.3 4.0
South Carolina 3,731 (.920 4,039 1.4 4.3
south Dakota 3,732 09106 4,074 1.3 1.2
Tennessee 3518 0.931 3,779 1.8 3.5
Texas 4,050 0.9l +.310 2.8 4.5
Utah 2,720 0.929 2928 1.5 4.7
Vermont 5,418 ).939 5,770 1.4 1.8
Virginia 5149 10,971 5,303 2.0 A
Washington 4,590 0.970 4,732 1.0 38
West Virginia 4,510 0.919 4,908 1.5 5.4
Wisconsin 5,703 (.95 5,978 1.7 4.5
Wyoming 5,370 0.931 5.750 1.7 7.8
U.S. 4,952 1.000 1952 NA 3.9
n _ "o
E lillc :X ' * 2

Aruitoxt provided by Eic:

"Total current expenditures for pub-
lic clementary and secondary  day
schools per pupil in average daily
attendance. From National Education
Association, Estimates of School Sta-
tistics, 1990-91. According to the NEA,
current expenditure per pupil is the
most frequently used indicator for
examinations of public school spend-
ing, in which states are compared
with onc another on school expendi-
tures. As with other stite-level
maasures, this measure suffers from
the shortcomings inherent in a state-
wide average. Current expenditures
includes amounts paid for general
control, instructional service, oper-
tion, maintenance, fixed charges, and
other school services at all levels of
administration — state, intermediate,
and local. Current expenditures com-
prise 2l governmental contributions
to the retirement fund and expendi-
twres for school services, including
attendance, health services, transpor-
tation, the net cost of Tood services,
and other school services. This figure
does not inclnde payments lor capi-
tal outlay or debt service.

. Howard Nelson, "An - Interstate
Cost-of-Living Index,”  Educational
Evaluation and Policy Analysis,
Spring, 1991, 13, 1, 103-T11 Indices
unavailable for Hawaii and Alaska.

‘Column 1 divided by column 2.

The intrastate disparity ratio is the
average per pupil expenditure of the
ten highest spending districts i the
state divided by the ayverage per pupil
expenditure of the ten lowest spend-
ing districts in the state. Data are
presented for uniticd districts only,
Hawaii and Montana have no unified
districts, Because of i small number
of districts, only the highestand low-
est spending live districts are used in
Nevada, Rhode Island, and Wyoming.
From Wayne Riddie, Exprenditures in
Public School Districts. Why Do They
Difter?, Congressional Rescarch Ser
vice, July 5, 1990, Riddle's data are
hased on Census Burcau information
(exeept tor Vermont) and the pupil
data are simply total Ll enrollment,
without adjustment tor atndance
rates or “high cost” pupils. Districts
with enrollments below 500 and spre-
cial purpose districts Gntermediate
districts, districts serving only handi-
capped or vocational education stu-
dents, ete)) were excluded.

SEstimated current exprenditures for
public dementary and  sccondary
schools in 1987-88 as a pereent of
personal income in 1988, From
National Education  Association,
Rankings of the States, 1990



APPENDIX TABLE 2
Teachers’ Reports on the Availability of Resources

Which of the following statements best characterizes your
situation with respect to getting instructional materials and
other resources you use to teach your class? .

Percent of Students in Percent of Students Whose Teacher Responded:
School Who Are Poor
(Orshansky Index) 1 Get All 1 Get Most 1 Get Some 1 Get None
0% 24.9% (5.7) SR8 ((.7) 10.4% (-1.7) 0.0% (0.0)
I -4 121 (3.9) 02.6 (5.5 2544 (6D 0.0 (0,0)
5-9 175 (5.1 Sl (6.3) 27.5 (5. 0.9  (0.9)
10 - 19 .1 (2.8) S53.3 (3.9) 320 (4.2) 0.0 0.
20 - 29 10,5 (3.1) 50.5  (G6.p) 33.1 (59) 0.0 (0.0)
30 + 1.6 (3.9) 297 (K.2) 57.1 (8.1 1.5 (1.0)
Source: Teacher questionnaire from the 1988 NAEP Reading Assessment, Grade 4, unpublished.
vote: Standard errors are presented in parentheses.

APPENDIX TABLE 3
Teachers' Reports on the Availability of Resources

Houw well supplied are you by your school system with
the instructional materials and other resources you
need to teach your class?

Percent of Students Whose ‘Teacher Responded:

“I Get Some or None of the Resources I Need.”

Grade 4 B (2.0)

Advaintaged Uirban 15 (-1.5)

Disadvantaged Urban 48 (5.2)

Extreme Rural 4 (6.9)

Other 39 (2.8)

Grade 8 28 (2.8)

Advaniaged Urban 10 (1.2)

Disadvantaged Urban 40) (7.0)

Extreme Rural 31 (8.0)

Other 29 (3.7)

Source: Ina V. S. Mullis et al. The State of Mathematics Achievement: NAEP's 1990 Assessment of the Nation and the
Trial Assessment of the States. Educational Testing Service, June 1991. Prepared under contract with the National Center
for Education Statistics.

Note: Standard errors are presented in parentheses.
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APPENDIX TABLE 4
Teachers’ Reports on The Availability of Resources and
Average NALP Proficiency

How well supplied are you by your school system with
the instructional matervials and other resources you
need to teach your class?

States Where the Percent of Students Whose Teachers

Respond That They Get Some or None of the Instruc Average NAEP Math Profi-
tional Materisls and Resources They Need Is: ciency of Group of States
More than 5% 241 (1.5)

Guam ¢ Virgin Islands o District of Columbia
® Louisiana

41 - 45% 252 (0.9)
West Virginia ® Hawaii o Arkansas

36 - 40% 252 (1.2)
Iduho o New Mexico o North Carolina o Georgia

3l - 35% 254 (1.0)
North Dakota ® New York o Ohio e Calitornia

e Michigan o Oklahoma e Delaware o Rhode Island

e Florida ® Virginia e Alabama e Arizona © Kentucky

26 - 30% 253 (1.5)
Texas @ Indiana o Pennsylvania e Hlinois

21 - 25% 204 (1.0)
Oregon ® Wisconsin o Colorado e New Hampshire

e Connecticut ® Minnesota © Nebraska e New Jersey

e Maryland ¢ Montina

20% and under 277 (3.2)

Wyoming ¢ lowa

Source: ina V. S. Mullis. et al. The State of Mathematics Achievement. NAEP's 1990 Assassment of the Nation and the
Trial Asse.sment of the States. Educational Testing Service. June 1991. Prepared under contract with the National Center
for Education Statistics. Table is based on an aggregation of data from Table 13.21.

Note: Standard errors are provided in parentheses.
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